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The 1970 Paris Conference on Policies for Educational Crowth was organized by OECD as a sequel 
to its 1961 Washington Conference on Economic Growth and Investment in Education. The purpose of the 
Conference was to assess the nature and consequences of the expansion of education in OECD countries 
during the last 10-15 years and to foresee the main policy problems arising from continued educational 
growth in the future. 
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- The General Report of the Conference published under the title: EDUCATIONAL POLICIES FOR 
THE 1970’s, 

and the following series of documents containing the twelve supporting studies prepared by the Secretariat: 
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INTRODUCTION 1 



In the past decade, there has been a very rapid development of the theory which links changes in 
education to changes in social and economic characteristics of the population. The principal theoretical 
advances have been in the development of human capital concepts and extensions of production functions 
and labour supply functions to incliie human capital. Even more significant, perhaps, is the fact that 
the theoretical developments have been accompanied by major attempts to test the implications of the 
theory empirically. In the context of a conference devoted to a review of the growth of education and of 
expenditures on education, an attempt to review the developments in the theory and the empirical tests 
of the theory would seem worthwhile. This provided the underlying motivation for the group of papers 
contributed to this Conference by the members of the Institute for Research on Poverty of the University 
of Wisconsin. The individual papers do not attempt a comprehensive review of the field; rather each of 
them is exploring a salient feature of the more general body of theoretical and empirical literature. The 
papers should be regarded as forays rather than comprehensive studies. In this paper, an effort is made 
to indicate how these individual forays fit into a more general framework of relationships between edu- 
cation and the distribution of income. 

We shall confine ourselves largely to a discussion of economic theories on the relationship of edu- 
cation to socio-economic characteristics; and even where we touch on non-economic theories, the econo- 
mist's viewpoint is clearly predominant. The empirical studies discussed are for the most part based 
upon data drawn from the United States, this being largely a matter of our personal experience rather 
than a judgement on the significance of studies based on data from other countries. 
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i 4 In this papa an attempt has been made to draw together the other papers presented to this Con/erence by the institute for 
Research on Poverty of the University of Wisconsin* These papas have been written by F* Ooiiaday, 0* Cain and H* Watts, W* Lee 
Hansen, B* Weisbrod and myself, and they appear as Pat U of this volume* 
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I. BROAD EXPECTATIONS ABOUT THE ROLE OF EDUCATION 



It can be argued that the discussions of the past decade about the role of education in the economy 
would have aroused the following broad expectationo on the part of the general public. 

a) A reallocation of a country's investment leading to an increase in education will increase the 
rate of growth of GNP. This expectation might be based upon the view that rates of return on 
investment in education have been found to be higher than those obtainable on other (private and 
social) forms of investment. 

b) Higher expenditures on education will be associated with less inequality in the distribution of 
income. The basis for this expectation is the belief that increased expenditure would provide 
educational opportunities to less privileged socio-economic groups, and that positive rates of 
return on education are reasonably uniform across socio-economic classes (on the assumption 
that "innate ability" is not highly correlated with social origins). 

c) Increased expenditure on the education of any given group will increase the amount of measured 
academic achievement of that group. This is, of course, the basic expectation which links ex- 
penditures with positive rates of return on investment in education. The economic rewards of 
a higher academic achievement are reflected in a higher earned income of the individual. 

Let us use these broad expectations as a background for reviewing various theoretical and empirical 
studies which bear on these points. This is simply a convenient way of organising a discussion, and 
there is no need, therefore, to argue how widespread these broad expectations are, or to set out the 
necessary qualifications to make them acceptable to research scholars in the field. 



Neither this paper, nor the individual papers drawn together here, delve into the literature on the 
contribution of education to economic growth. A previous OECD conference 1 covers this subject thor- 
oughly, and one need only refer to the subsequent writings of Denison®, and Jorgenson and Griliches 0 
to bring the subject up to date. The discussion in this paper refers only indirectly to the question of the 
contribution of education to economic growth. 



n. RATES OF RETURN ON INVESTMENT IN FORMAL EDUCATION 



The basic elements of the human capital theories were quickly put to test in the form of studies of 
the rates of return on investment in formal education, It might be argued that the ability to demonstrate 



1< The Residual Factor and Economic Growth . OECD, Paris, 1964, 

2. Denison, Edward P,, The Sources of Economic Growth and the Alternative! Before tl s. Committee tot Economic naval*™* 
fiient, 1962, and Why Growth Rates Dlffef. The Brooking! institution, 1967, 

3, Griliches, Zvi, and Jorgenson, DuieW, , "The Explanation of Productivity Change", Review of Eoonomic Studies , July, 1967, 









the empirical relevance of these theories by means of such studies based on cross-section data was an 
important factor in making these theories acceptable to policy makers as well as to academic circles. 

Two of the papers reviewed here are directly devoted to this salient feature, W. L. Hansen draws 
together the various studies on this subject which have been carried out for many countries, both de- 
veloped and developing. Hansen's review indicates that, in general, these cross-section estimates of 
rates of return are sufficiently high to indicate that investment in education yields a return e-iuai to, or 
greater than, opportunity costs. A large number of cases lend support to the broad expectation that 
more money spent on education would increase the growth rate of GNP. In comparing the various rate 
of return studies, Hansen attempts to find some patterns in the rate of return, and explanations for such 
patterns as appear across countries. These patterns, as well as the paper by R. Hollister which com- 
pares some of the data upon which cross-section rate of return studies were based, with time-series , 
information of a similar sort, will be discussed later. i 



in. the DISTRIBUTION OF INCOME AND THE DISTRIBUTION OF EDUCATION 



As one test of the second broad expectation indicated above - the effect of increased education on the 
distribution of income - we have drawn together some data on the distribution of income and the distri- 
bution of education in various countries. 

Anyone familiar with data on the distribution of income is well aware of the great difficulties in 
dealing with such information. These difficulties are compounded when one attempts to obtain data that 
are reasonably consistent over time. Furthermore, there is no single measure of the degree of inequal- 
ity which has gained universal acceptance. In the light of these problems (and because these data have 
been assembled rapidly) we regard the data and the discussion as preliminary and exploratory. 

Table 1 presents such information as we were able to compile on the distribution of income and the 
distribution of education in various countries. We have used as a measure of inequality the Gini coeffi- 
cient of income concentration. For education we have used the Gini coefficient formula in a similar 
manner, applying it to the distribution of the total stock of education in the labour force. Unfortunately, 
the number of countries for which we were able to get information on both the distribution of education 
and the distribution of income proved to be limited 1 . Hence, we have included other countries for which 
we were able to obtain only the income distribution, in order to provide some idea of the variety of ex- 
perience between countries with respect to changes in *«>e income distribution over recent years. 

Commenting only briefly on column one - the index of income inequality - it can be seen that, in 
general, in the countries included in Table 1, income inequality has been somewhat reduced or has 
remained constant in the recent past. Only in the ease of Finland does there seem to have been a marked 
increase in income inequality. 

Looking next at the index of educational inequality in Table 1, we can see that, in general, Inequality 
in the distribution of education in the labour force has been declining in recent years (note that the Gini 
coefficient runs from i, for complete inequality, to 0, for complete equality). This decline in inequality 
in education has been associated with increasing expenditure pmMPM on education. The only exception 
seems to be France, where there was an increase in the index of Inequality of 8. 2% for males a..d 6, 2% 
for females in the eight-yeai period 1964-62. 

Comparing the two indexes of inequality, it can be seen that, in every case, education is less un- 
equally distributed than income. Beyond this, the relationship between the distribution of education and 

l, We will focus on the fetation between these two Gini coefficients and theif time trends, and we afe not concerned here with 
the absolute sizes of these coefficients as between countries. 



Table 1, GINI COEFFICIENTS OF INCOME INEQUALITY 
AND EDUCATION INEQUALITY 



YEAR 


COUNTRY 


INDEX OF INCOME IN EQUALITY 


INDEX OF EDUCATION 
INEQUALITY 


1942/43 


Australia 


.420 






1954/56 




.360 






1941 


Canada 




.224 


1951 




.388 






1954 




. 388 






1957 




.388 






1958 




.388 






1959 




.386 






1961 




.383 


.209 


• 






MALE 


FEMALE 


1949 


Denmark 


.399 






1951 




- 


. 170 


. 139 


1953 




. 398 






1955 




.388 


_ 




1961 




- 


. 144 


. 131 


1963 




. 382 


- 


- 


1962 


Finland 


.406 






1962 




.466 






1964 




.478 












MALE 


FEMALE 


1954 


France 


_ 


. 169 


. 161 


1956 




.542 






1962 




.514 


. 172 


. 159 











TOTAL 
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BEFORE TAX 


AFTER TAX 


PERSOVAL 












INCOME 




1949 


Great Britain 


.415 


.390 


Si 




1964 




.405 


.367 


m 


m 


1967 




.362 


.322 


m 


m 


1962 




b 


a 


.341 




1966 




m 


m 


.323 


B 


1966 




« 


m 


.323 


m 
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'Cable i, (continued) 

OINI COEFFICIENTS OF INCOME INEQUALITY 
AND EDUCAT ON INEQUALITY 











index of education 


YEAR 


COUNTRY 


INDEX OF INCOME INEQUALITY 


inequality 


1946 


Netherlands 


,498 a 


. 487* 
.414 




m 


1950 




• 447 b 


- 


. 179 


1952 




.436 


- 


- 


“ 


1960 




m 

u 


- 






1962 




.430 


- 




,167 


1950 


Norway 




.403 


*. 


1957 






.384 




1963 






. 369 


m 


1951 


Sweden 




. 542 


m 


1955 






.525 


- 


1964 






.518 


- 


1966 






.530 




1956 


West 




.486 




1960 


Germany 




.467 


m 


1964 


. 




.449 


' 


1949 


United 




. 3852 




1960 


States 




.3831 


* 217 


1951 






.3681 


- 


1952 






.3726 


- 


1953 






.3648 




1954 






.3803 




1966 






.3762 


m 


1956 






.3636 


m 


1967 






.3588 


“ 


1968 






.3598 


mi 


1969 






.3646 


tit 


1960 






.3719 


. 190 


1961 






.3805 


- 


1962 






.3642 


« 


1963 






.3651 


* 


1964 






.3807 


* 


1965 






.3658 


m 




ie 



*? 40 



Notes to Table l. 



Australia 

Income 

Canada 

Income 
Ed,., \tion 

Denmar k 

Income 



Education 



Finland 

Income 

France 

Income 

G reat Britain 
ncome 

Netherlands 

Income 

Education 

Norway 

Income 



s Kuznets, S. , "Quantitative Aspects of the Economic Growth of Nations: VIII, Distri- 
bution of Income by Size", Economic Development and Cultural Change . January 1063, 



! Household Income ; Distribution of Non-F arm Incomes in Canada . 1951-1961, 

: Population/10 years of age and older, not attending school. Canadian Census. 1941. 

1 rw) i • * ■ * ■ i * ‘ 



: Assessed income after taxes. 

Source: indkcmst-og formueansasttelserne til Staten (annual). 

Statistiske effsrretainger. 1966, 

Statlstlske efterretninger . 1059. 

Kjeld Bjerke: Income and Wealth . Series X, 

: Madsen, Pedersen, Elgaard, Nog le Tabeller om Uddannelse, Erhverv og Helbred . 
1966, This source gives the educational level of the total population for 1961, The 
distribution of the labour force has been calculated with the held of data concerning 
the age and sex distribution of the laboui force in 1980. The figures for 1961 have 
been derived by the cohort method. The distribution over the classes 12, 13-16, 164- 
years of schooling has been made from knowledge of the ratio of students finishing 
secondary school and numbers graduating later from university. The original source 
had only one class, 12 years and over. The 0. 3% without schooling is nominal. 

See Denison: Wh y Growth Bates Differ . Annex F, op, cit , 



: Assessed income before taxes. 

Source: Statistical Yearbook, IV, FQrmbgenhetsfbrhallanden . No. 18-31. 
Inkomst-och fOrmO g enhetsstatlstik . 1964. 



: Personal income before tax; Etudes et Con l oncture , INSEE, July 1963, December 
1966, 



: Lydall, H. F. , "The Long-Term Trend in the Size Distribution of Income", Journal 
of l hC,. Royal-Statistical Societ y. Series A, Volume 122, Parti, 1969; Ministry of 
Labour * Family Expenditure Survey . Report for 1962, 1966 and 1966. 



: a) "Income Distribution in Western Europe", Economic Survey of Burn t™ m mss 
UN ECE, “ — 

b) Total personal income before tax, 

: Source: J. P. Verdoorn, Memorandum, January 1966, 

Census data: Denison, Wfr vArAWthJtetes Differ , Annex F, op. pit . 



: Assessed income before tax, 

Source: 8kattestati a.tikk-lnnte,ksaret (annual). 






Sweden 



Inoome 



SOU 1908 s 7. Xgande ooh lnflytande Inn om det prlvatanftrlnRSllyet . 



United States 
Income 

Education 



t „ t from T Paul Schultz "Secular Trends and Cyollcal Behavior of 

ZZ 1"; SeU. k'. Table 1 In L. Sottow (edit) flMUi MU* 
*“* ~ 1 1ncome 1 



the experienced elv.Uan labor force, United 
States, population Census, 1940, 1950 and i960, 



West Germany 

Inoome 5 g^e^Gbseke, Deutsche Institut fur Wirtschaftaforsohung, Berlin. Gbseke In 

Inoome and Wealth, Series X, 



„ . , tJ „. R , ha D „tui fiufvftv of the Theory of inoome Slae Diittlbutlon" In L, Soltow (edit) §j&&pgmMMS 
1, ftedet, Melvin , .. . ^ w««ifh. no, aa. National Bureau of Economic Reieaieh, 1089, 



and iMOffit , Studies In Income and Wealth, No, 99, National Bureau ■ 



O 

ERIC 



is 



18 



the distribution of income, as provided by the comparison of the two columns of Table 1, is generally 
positive, but weakly so, Denmark, which had the largest decrease in the index of education inequality 
over the ten-year period 1951-61, i. e, 15, 3%, had a decrease in income inequality of only 4%, The 
Netherlands, which had a decrease in educational inequality during 1950-62 of less than half as much, 
i, e, 6, 7%, experienced a decrease in income inequality of 3, 8%, almost the same as Denmark, The 
United States case, over the 1951-60 decade, seems to be similar to that of Denmark, with a sizeable 
decline in education inequality - 12, 4% - but a very limited decline in the index of income inequality 
- 2, 7%. The data on Franco contradict those of the other countries, For the eight years 1954-62, the 
index of educational inequality increased, as noted above, but the index of income inequality decreased 
over the six-year period 1956-62 by 6. 2%, 

There is some speculation later in this paper on the explanations for this seemingly weak relation- 
ship between changes in the distribution of education and income, At this point, it is sufficient to note 
that other forces affecting the distribution of income have probably not operated, on balance, to widen 
the distribution. The lack of a strong relationship between educational ohanges and income changes is, 
to say, the least, disappointing to those who expected it. 



IV, SCHOOL ACHIEVEMENT AND SCHOOL CHARACTERISTICS 



The basio process which is implicit in the human capital theory developed in the past decade is one 
in which expenditure on education produces an output in the form of human capital. (There may be other 
outputs, such as discoveries or Inventions, that constitute physical capital, but here we concentrate on 
the student as the recipient of the Investment. ) The "technology" of the educational system is expressed 
as the relationship between suoh inputs as teachers and sohool characteristics, and the "educational out- 
put" in the form of recipients of education. 

Problems arise, of course, in measuring the "educational output" of this system in terms that do 
not simply count the number of years of school attendance. One approach is to measure the "output" of 
human oapital in value terms, through a calculation of the present value of the money earnings from that 
asset over the lifetime of the owner. Studies using this type of approach are reviewed in the paper by 
Hansen. Another approach to measuring "educational output" relies on test scores of school achievement 
an approach rather analogous to measuring output in terms of physioal units, such as horsepower. 

As noted under I, one would expect to find a roughly positive relationship between school charac- 
teristics (as inputs) and the two types of measure of "educational output", Most rate of return studies, 
however, have been based on data from oross-sectlon population surveys which did not include charac- 
teristics of the schools in which the individuals were trained. It has, therefore, been necessary to utilise 
the second measure of "educational output", test scores, in order to relate school characteristics to an 
output measure, 

In his paper to this Conference, F, Golladay discusses the problems which arise when one attempts 
to ejqjlore the relationships between school characteristics and school achievement, He makes It very 
clear that the translation of educational theories into quantifiable relationships Is extremely difficult, 

The main problems appear to lie in finding, or measuring accurately, many of the theoretical variables, 
particularly in terms of the time sequence in which they enter the model, The results are models that 
appear, with hindsight, to be too crudely specified to isolate adequately the relationships between school 
characteristics Mid school achievement. So far, the sutdies have been based on models of rather simple 
relationships between characteristics and achievement 1 , 



1, See Appendix for brief review of three major etudiet. 



Those rather simple models have, however, been the basis for most large-scale studies of the 
eduoational system, We would argue that these studies do reasonably reflect beliefs of poltoy makers 
about the characteristics of schools whioh affect achievement} policy makers formulate and disouss 
eduoational polioy as though the variables seleoted in these studies were those which determine "edu- 
cational output", To this extent, these studies do constitute a tast of assumptions upon which most 
policy makers have operated; if the relationships tested ai« misleadingly simple, then the policies 
whioh they refleot have also been too simplistic, 

It may be said - though admittedly we generalise rather broadly here - that these studies show that 
when non-school variables have been controlled for, virtually no relationship can be found between achieve- 
ment and those sohool characteristics which have traditionally been thought to be significant, e g ex- 
penditures, pupil-teacher ratios, classroom size. This is a basic and extremely important result* 
there is to date no empirical justification for the expectation that school achievement of a given group 
can be increased by increasing expenditure per student per year. Furthermore, there is no clear indi- 
cation as to which are the school characteristics polioy makers might manipulate in order to increase 
school achievement, The most that can be said is that more conclusive results might be found if we had 
better specified theories, stronger data and better statistical techniques. Golladay offers some construc- 
ve suggestions for such improvements in testing models of educational achievement. For the time 
being, however, policy makers have no more than intuition to guide their decisions, and the failure of 
past attempts to verify the assumptions about schools and the eduoational process - assumptions which 
seem to have guided their decisions - suggests that these assumptions should be treated with some 
scepticism. 



V. SUMMARY OF THE EVIDENCE IN RELATION TO THE EXPECTATIONS 



Before passing to a further exploration of possible explanations of the data, we can summarise this 
extremely cursory review of the evidence with regard to the broad expectations outlined under I, 

Rates of return on investments in education have generally been found to be positive and greater than 

or equal to, opportunity costs. This would seem to lend support to the expectations with respeot to the 
effect of education on growth rates, 

* G ° Untri m? ! 18 evldeflc ® of a Crease of the inequality in the distribution of education 

in the labour force, This decrease, combined with the positive rate of return on education, led to the 
expectation of a lesser inequality in the distribution of income. The evidence on this point is not con- 
elusive. While declines in inequality of education were in general associated with declines in income 
inequality, the relationship varied considerably as between countries and, in one case, declines in 
income inequality were achieved even when educational inequality was increasing, Thus, the emnirioal 

evident I* far from conclusive aa to tho affects of increased educational expenditures « the d“ 
tiofi or income* 

It is with respect to the third broad expectation - that increased expenditure on the education of anv 

fUtf uf 0 ? 5 W \ 1 j? r f aS tf the of measured school achievement of that group - that the evidence 
available is most disturbing, Even more disturbing is the fact that a significant relationship between 
expenditures and school achievement is, as noted under I, an expectation which would seem to be basic 
to the other two. The discussions by Golladay, and Gain and Watts of the problems of measuring re- 
lationships between sohool characteristics and school achievement should certainly make one cautmus 
about intetpreting the studies carried out on this subject. The failure of even the simple stXs thus 



i 

far carried out to find such relationships is a fact which must give rise to scepticism with regard to 
conclusions based upon studies on the rate of return. 

Our review of the empirical evidence leaves us with major unresolved questions about the role of 
education with regard to the level and distribution of income. In the following pages we shall consider i 

a number of alternative explanations of these apparent conflicts of evidence and point to further empirical 
evidence bearing on these problems. | 



VI, ALTERNATIVE EXPLANATIONS Of THE RELATIONSHIPS 
BETWEEN SCHOOL CHARACTERISTICS AND SCHOpL ACHIEVEMENT 
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1. Golladay indicates a large number of possible weaknesses which could explain the negative 
findings regarding school characteristics and school achievement, e. g. inadequate measures of inputs 
or outputs, inappropriate translation of educational theory, m ^specification of functional forms of 
input-output relations, inappropriate statistical procedures. One statistical problem which leads to 
the proposition that schools have not been fairly "tried" deserves special mention, In the paper by Cain 
and Watts* it is pointed out that the statistical techniques used in the Coleman Report did not effectively 
discriminate between those cases in which the lack of statistical significance of school characteristics 
variables is due to the lack of variability independent of non-school variables, i. e. collinearity between 
school characteristics and non-school variables, and those cases in Which there is a lack of statistical 
significance because the best estimate of the relationship (the regression coefficient) is extremely close 
to zero. In other terms, if both the socio-economic background of students and higher expenditure in- 
fluence school achievement, but all the high expenditure schools are in districts in which students come 
from a high socio-economic milieu, it may be impossible to separate the effects of the school from those 
oi! background, In this sense, schools might be said not to have been "tried", since their power effec- 
tively t > offset negative influences of background has not been truly tested. 

2. It might be that, within the range of educational system development covered by these studies, 
schools work only as "ageing vats", Since the studies on the rate of return indicate that individuals with 
more years of education have larger incomes , while the studies on school characteristics indicate that 
additional expenditure does not increase school achievement, it may be that the gains in socio-economic 
productivity provided by education can only be attained by keeping individuals in the system for more 
years - thus the term "ageing vat". One formulation of this idea is that increased expenditures on 
schooling yield increases in productivity if used for giving more years of education to a group of indi- 
viduals, but do not yield increased productivity if used to give more "intensive" doses, 1. e, more re- 
sources per student per year, This would be one way of reconciling the rate of return results with the 
school characteristics achievement results. If this idea were correct, it would have important impli- 
cations for educational policy. It is not hard to believe that there is some optimum late of absorption 
by students -6f educational inputs, and thus a level at which increases in "intensity" of education would 
fail to yield positive returns. However, it is hard to believe that where levels of educational investment 
are so high, even in the United States, the educational system has reached a point of zero return on 
"intensification" of education through addition of inputs per year, though this would be consistent with 
the evidence available. 

3. It has often been suggested that the educational system is really only a social device for 
"screening and labelling" individuals according to their social background. This explanation is similar 
to that raised in point i, above, with one important difference, It was suggested that schools might 
influence achievement more if school characteristics were rearranged so as to offset social class dif- 
ferences. Here we suggest that such rearrangement of characteristics might have no effects either the 
tf best schools** would continue to be Identified according to the high socio-economic background of their 
students (independent of the school characteristics) * or some other social device $ould take over the 
screening and labelling function of schools, 
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This screening and labelling function is sometimes referred to as "sheepskin effect", the idea being 
that the more possession of a degree will be taken by employers as proof of productivity (see, for exam- 
ple, Hansen, Weisbrod and Scanlon 1 for an investigation of this issue), 

An impressive and depressing paper by R. Weiss 3 would seem to lend some support to this screen- 
ing and labelling hypothesis, In a carefully designed study based on United States I960 census data, 

Weiss found that, for non-whites, there was no significant relationship between additional years of edu- 
cation and earned income. It might be argued that, in the case of non-whites, a stronger screening 
and labelling device displaces the use of the educational system for such a function, The social class 
of non-whites being identified in the employers' minds by their race, identification by educational degree 
is ignored, There are, of course, simpler explanations for Weiss's results, To consider only mea- 
surement problems: there is the likelihood that conventional measures of educational resources for non- 
whites, whether in terms of years, test scores or expenditures, are in reality poor substitutes for mea- 
sures of the quality and quantity of the resources that do reach and educate non-white children in those 
skills that they are interested in learning in order to make a living in a society marked by severe racial 
discrimination. This source of errors in measurement is compounded by more customary types of 
reporting errors, which are also probably more serious for non-whites. Both types of errors could 
cause a "no effect" verdict for education. Another explanation is that, although education does increase 
the productivity of non-whites, employer and/or market discrimation against non-whites (particularly 
males) Increases as the education of non-whites increases. However, in seeking alternative explanations 
of the empirical findings reviewed here, we should not ignore the possibility that Weiss's findings lend 
support to the screening and labelling hypothesis about education, 

This screening and labelling argument could provide a consistent set of explanations for the find- 
ings on school characteristics school achievement and on the rate of return. If schools do not really 
function in the sense of creating greater economic productivity beyond that determined by the social 
background of the Individual, but if more years of school, or more schooling per year, tends to be cor- 
related with higher socio-economic background, then schools would act as a screening and labelling 
device to indicate higher socio-economic background, which employers seek, Thus, even though schools 
as such do not increase productivity, people with more years of school or attendance at "better" schools 
would receive higher incomes, and this would give the results reflected in the positive findings in terms 
of rates of return. To the question of why the children from high socio-economic status go to school at 
all, or at least go to school longer, one answer would be: for consumption benefits. Of course, authors 
of studies on the rate of return have attempted to take this kind of factor into account by making allowances 
for "ability" (see, e. g, Griliches 3 ), but It Is widely agreed that these ability adjustments are inade- 
quate as controls for innate ability. Further, "ability" may be less responsible for the favoured position 
of the children from higher socio-economic groups than the acquisition of "social graces", or "connec- 
tions", 



In concluding this section, let it be emphasised that our purpose has been to propound several pos- 
sible alternative explanations of the evidence reviewed, Perhaps the best explanation is , as Golladay sug- 
gests, that the results of the large-scale studies, such as those reviewed in the Appendix, were primarily 
the outcome of serious flaws in the design of the studies. However, we have no large scale empirical 
studies which would provide contrary results, and we have thus no grounds for rejecting any of the pos- 
sible hypotheses outlined here, Researchers and policy makers need to keep clearly in mind that the 
empirical evidence to date does not support the traditional concepts of the relationships between school 
characteristics and achievement; the fact that this area raises so many major questions must cast a 
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